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Executive Summary

This report analyzes the financial management of the U.S. Department of Defense

(DoD), focusing on persistent audit failures, systemic accounting deficiencies,

and documented fraud. The DoD remains the only major federal agency to have

never passed a full, independent financial audit, a requirement since 1990. In

November 2024, the department failed its seventh consecutive audit, receiving a

"disclaimer of opinion" due to its inability to provide sufficient evidence for its

financial statements. This failure is underpinned by 28 an-wide material

weaknesses, affecting over $2.1 trillion in assets, and is compounded by billions

of dollars in documented fraud and overcharging by defense contractors.



1. Introduction and Scope

This intelligence report responds to the Humint directive to investigate the U.S.

Department of Defense's (DoD) "corrupt finances" from a historical perspective

through 2025. The objective is to provide a fact-based analysis of the DoD's

financial management, focusing on documented audit results, systemic

accounting failures, and verifiable instances of fraud, waste, and abuse. The

report synthesizes data from government auditors (GAO, DoD OIG), federal law

enforcement (DOJ), and specialized analysis firms to present an objective

assessment of the Pentagon's long-standing financial challenges.

2. Core Analysis and Key Findings

The U.S. Department of Defense's financial issues are not a recent development

but rather a systemic and decades-old challenge. The Government Accountability

Office (GAO) first placed DoD financial management on its "high-risk" list for

waste, fraud, abuse, and mismanagement in 1995, and the department has

remained on that list ever since [3, 4]. Critically, the DoD is the only major federal

agency to have never passed a full, independent financial audit since they were

mandated by the Chief Financial Officers (CFO) Act of 1990 [4, 5, 11]. This

persistent failure has continued into the modern era of mandatory annual audits,



which began in 2018.

In November 2024, the Pentagon failed its seventh consecutive annual audit, with

the DoD's Office of Inspector General (OIG) issuing a "disclaimer of opinion" on

the department-wide financial statements [6, 7, 12]. A disclaimer is not an

outright failure but signifies that auditors were unable to obtain sufficient,

appropriate evidence to provide a basis for an audit opinion, effectively an

"incomplete" [2, 7]. This finding was driven by the identification of 28 DoD-wide

material weaknesses in internal controls [11, 12]. The scale of this accounting

failure is immense; the DoD could not properly account for 63% of its $3.8 trillion

in assets according to one 2024 analysis, and the GAO's 2025 report noted that

the identified material weaknesses directly affected $2.1 trillion (over 50%) of the

department's reported assets [2, 12]. This inability to track assets, such as F-35

spare parts, leads directly to waste, as the Pentagon may purchase new

equipment it already possesses but cannot locate in its inventory [2].

While "corrupt finances" implies criminality, the primary issue is a systemic

dysfunction in financial controls and a reliance on hundreds of outdated, non-

integrated accounting systems [5, 7]. In one prior year, money managers made

nearly $7 trillion in "adjustments" to their financial ledgers in an attempt to make

them add up, and the DoD Inspector General concluded the department could

not show receipts for $2.3 trillion of those changes [3].

This systemic waste is separate from, but compounded by, documented criminal



fraud and overcharging by defense contractors. The Department of Justice (DOJ)

actively prosecutes these cases under the False Claims Act (FCA). In Fiscal Year

2024, DOJ settlements and judgments under the FCA exceeded $2.9 billion [16,

17]. This total included a $428 million settlement with a defense contractor, which

the DOJ noted was the second-largest procurement-related FCA recovery in

history [17]. Similarly, FY2023 saw record procurement fraud settlements,

including an $8.1 million settlement with a V-22 Osprey manufacturer for failing to

comply with contractual manufacturing specifications [15].

Despite the high-level failure, auditors have noted incremental progress at the

component level. For the FY2024 audit, 11 of the DoD's 28 sub-components

received a clean, unmodified audit opinion [12]. Furthermore, the Defense

Finance and Accounting Service (DFAS) announced that the Defense Logistics

Agency (DLA) achieved its first-ever clean audit for the $950 million National

Defense Stockpile Transaction Fund in FY2024 [8]. This progress, however, has

been slow, and the National Defense Authorization Act (NDAA) for Fiscal Year

2024 has set a target for the DoD to fully pass its audit by 2028 [6].

3. Strategic Insights and Assessment

Insight 1: Systemic Dysfunction vs. Criminality.

The Humint query for "corrupt finances" is most accurately answered by

highlighting a systemic, decades-long dysfunction in financial controls rather

than a centralized criminal enterprise. The problem is one of massive, persistent,

and documented waste, accounting failures, and contractor fraud, which are

symptoms of a near-intractable structural problem.

Insight 2: Auditability is Possible but Not Scaled.

The fact that 11 sub-components, including the Defense Logistics Agency's

stockpile fund, did achieve a clean audit in FY2024 is a critical finding. It

demonstrates that audibility within the DoD is possible. The primary challenge is

not a total inability to perform accounting, but the staggering complexity of



scaling these successes across the entire $3.8 trillion organization and its

thousands of legacy financial systems.

Insight 3: Contractor Fraud is a Tangible Cost.

While accounting errors represent a failure of oversight, the multi-billion dollar

recoveries under the False Claims Act represent a direct, tangible, and "corrupt"

loss of taxpayer funds. The $428 million settlement in 2024 is not an accounting

error but a recovery from actual fraud. This indicates that external contractor

opportunism is a significant, parallel problem to the DoD's internal accounting

failures.

Insight 4: 2028 Target is Ambitious.

Given that the DoD has failed to pass an audit for over 30 years and has only

achieved a clean opinion in 11 of 28 components after seven years of mandatory

audits, the 2028 deadline for a full, clean audit appears highly ambitious, if not

unrealistic.
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